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The in fo rm a tio n  con ta ined in th is report has been prepared fro m  sources considered re liable, b u t its accuracy is no t guaranteed by us 
and is N OT necessarily a com plete  sum m ary o f all available materials on the sub ject. O pin ions expressed herein do no t necessarily re flect 
In s titu te  p o licy . R eproduction  o f these materials w ith o u t p r io r approval o f the A IC P A  is p ro h ib ite d .
1FEDERAL HOME LOAN BANK  BOARD
A f in a l  ru le  th a t requires savings and loans to  fo llo w  gen era lly  accepted accounting
p rin cip le s  (GAAP) in  preparing a l l  fin a n c ia l statements and reports was approved
by th e  FHLBB a t  a m eetin g h e ld  5/5/87. (The f i n a l  r u le  w i l l  be p r in te d  in  th e
Federal R egister in  the near future, and was published as a proposed ru le  in  the 
5/5/86 Fed. Reg, pp. 16542-50). The r u le  a ls o  s u b s t itu te s  th e  term  " r is k  
a n a ly s is  re p o rtin g "  fo r  " r e g u la to r y  accou n tin g  p r a c t ic e s "  and c r e a te s  a new 
d e f in i t io n  fo r  r e g u la to r y  c a p i t a l  w hich would replace the term "regulatory net 
worth." A dditionally , the ru le  requires t h r i f t s  to  gradually increase regulatory 
c a p i t a l  t o  s i x  p e rce n t o f  l i a b i l i t i e s ,  w ith  h ig h e r  req uirem en ts fo r  r i s k i e r  
in v estm en ts. The r u le  ta k e s  e f f e c t  1/1/88. A ccordin g to  th e  FHLBB, each 
fin a n c ia l statement must contain a footnote providing a f a i r  and f u l l  d isclosu re 
o f  th e  in s t i t u t i o n ’ s r e c o n c i l ia t io n  o f  e q u ity  c a p i t a l ,  computed under GAAP, to  
regulatory c a p ita l and must a lso  p lace on the statement wording th at regulatory 
c a p i t a l  i s  th e b a s is  b y  w hich th e FHLBB e v a lu a te s  th e  c a p i t a l  p o s it io n  o f  an 
i n s t i t u t i o n  fo r  purposes o f  s u p e rv is o ry  a c t io n  and e v a lu a tio n  o f  r i s k  to  th e  
FSLIC. Under th e  r u le  adopted b y th e  Board, t h r i f t s  a re  re q u ired  to  reco rd  
m arketable  e q u ity  s e c u r i t i e s  in  accordance w ith  GAAP; to  use GAAP to  determ ine 
lo sses or gains re su ltin g  from futures transactions; and to  am ortize premiums and 
accrete  discounts on s e c u ritie s  in  accordance w ith  GAAP.
TREASURY, DEPARTMENT OF
The e f fe c t iv e  dates o f  several o f  the regulations governing operations o f  government
s e c u r it ie s  brokers and dealers have been delayed, the Treasury Department 
announced 5/4/87. The change in  e f f e c t i v e  d a te s  w i l l  be in co rp o ra te d  in to  th e 
temporary regulations scheduled fo r re lease  5/26/87, which w i l l  be published in 
the Federal R egister a t  th at tim e. The proposed regulations were published in  the 
2/25/87 Fed. Reg. (see the 3/2/87 Wash. Rpt.). Included in  the amended e f fe c t iv e  
d a te s  i s  th e one fo r  f in a n c ia l  and d e p o s ito ry  in s t i t u t i o n s ' record keep in g and 
custody requirements; the required operational changes w i l l  become e f fe c t iv e  on 
the la s t  business day in  October, 1987. The regulations implement the Government 
S e cu ritie s  Act o f 1986.
A seminar fo r  sponsors o f  ce rta in  employee plans and in terested  p ra ctitio n e rs  w i l l  be
conducted by th e  IRS on 6/5/87, th e IRS announced r e c e n t ly . IRS Employee
P lan s D iv is io n  p erso n n el w i l l  d is c u s s  th e use o f  cash  or d e fe rre d  arrangem ents 
(CODAs) in  m aster and p ro to ty p e  em ployee p lan s to  h e lp  p lan  sponsors and 
p ra ctitio n e rs  amend th e ir  p r o f i t - sharing plans to  include CODAs. The discussion 
w i l l  a ls o  in c lu d e  o th e r  CODA to p ic s  and is s u e s  r e la te d  to  em ployee p lan s. The 
panel w i l l  answer questions submitted in  w ritin g  before 5/28/87. Questions should 
be add ressed  t o : C h ie f, Employee Plans Q u a li f ic a t io n s  Branch, OP;E;EP;Q, Room 
6550, W ashington, D.C. 20224, A tte n tio n ; Sem inar. S e a tin g  i s  l im ite d  and 
r e s e r v a tio n s  are  re q u ire d , a cco rd in g  to  th e IRS. R e serv atio n s may be made by 
c a l l i n g  202/566-3871. The sem inar i s  sched uled  fo r  9: 30 a.m. to  12 : 30 p.m. a t  
1111 C onstitution Ave., N.W., Washington, D.C.
SPECIAL: "BLUE BOOK" ON TRA '8 6  RELEASED BY GPO
The General Explanation o f  the Tax Reform A ct o f  1986, the "blue book," prepared by 
the J o in t  Com m ittee on T a xatio n  (JCT) has been re le a s e d  by th e  Government 
P r in tin g  O ff ic e .  The "blue book" o u t lin e s  th e  l e g i s l a t i v e  h is t o r y  o f  th e TRA 
'86 and d e t a i l s  th e la w 's  p r o v is io n s . The p u b lic a t io n  was w r it te n  by the JCT 
s t a f f  in  conjunction w ith other congressional ta x  w ritin g  committee s t a f f s  and 
Treasury Department o f f ic ia ls .  Blue books are u su ally  produced by the s t a f f s  
a f t e r  enactm ent o f  m ajor ta x  le g i s la t i o n .  The document, s to c k  no. 052-070- 
06311-4 may be purchased from the GPO fo r $31 by c a llin g  202/275-3030.
2SPECIAL: HOUSE PASSES BANKING LEGISLATION WITH GAAP PROVISION
A provision  requiring the Federal Home Loan Bank Board (FHLBB) to  p rescribe uniform
accounting standards con sisten t w ith  GAAP by 12/31/87 was approved on 5/5/87
during House consideration o f  a plan to  re c a p ita liz e  the FSLIC, H.R. 27. Offered
by Rep. Stan P a r r is  (R-VA), th e  amendment does not a f f e c t  th e  a u th o r ity  o f  th e  
Bank Board or th e  FSLIC t o  a u th o r iz e  a s s o c ia t io n s  o r  in su re d  in s t i t u t i o n s  to  
u t i l i z e  su b ord in ated  debt and g o o d w ill in  m eeting t h e i r  re s e r v e s  and o th e r  
r e g u la to r y  req u irem en ts. A ccord in g to  Rep. P h il Crane (R-IL), th e  P a r r is  
amendment w i l l  b o ls t e r  d e p o s ito r  and in v e s to r  co n fid e n ce  by re q u ir in g  S&Ls to  
phase out th e  use o f  th e  r e g u la to r y  acco u n tin g  p r a c t ic e s ,  RAP. Rep. Crane 
continued by s ta tin g , "These accounting procedures have, unfortunately, m isled the 
p u b lic  by o v e r s ta t in g  th e  f in a n c ia l  h e a lth  o f  th e  sa v in g s  and loan  in d u s try  and 
encouraged mismanaged i n s t i t u t i o n s  to  ta k e  e x c e s s iv e  r i s k s .  By r e la x in g  th e  
reporting ru les, RAP has caused the FSLIC to  incur higher lo sses  than would have 
been th e  ca se  i f  th e FSLIC had been u sin g  GAAP a l l  a lon g ."  The amendment was 
agreed  t o  by a v o ic e  v o te ; H.R. 27 p assed  th e  House 402-6. The "C o m p etitive  
E q u a lity  Banking A ct o f  1987," S. 790, as p assed  b y th e  Senate on 3/27/87, 
co n ta in s  a s im i la r  p r o v is io n . The Senate b i l l  re q u ir e s  th e  FSLIC to  p r e s c r ib e  
uniform  acco u n tin g  stan d ard s c o n s is te n t  w ith  GAAP b y 12/31/87, b u t does not 
include language re la tin g  to  subordinated debt and goodw ill. The Senate measure 
p roh ib its  the FHLBB from d ire ctin g  an asso ciatio n  to  e s ta b lish  reserves again st, 
o r  w r ite  down th e  va lu e  o f , any a s s e t  in  an amount in  e x c e ss  o f  th e  amount th a t  
would r e s u lt  from an e v a lu a tio n  o f  th e  a s s e t  c o n s is te n t  w ith  GAAP. A lthough a 
conference is  expected on the le g is la t io n , one has not y e t been scheduled.
SPECIAL: REPORT RELEASED BY TASK FORCE ON THE TAX GAP
The more than $100 b i l l io n  tax  gap— the d iffere n ce  between the amount o f  taxes paid
v o lu n ta rily  by in d ivid u als and corporations and what would be c o lle c te d  i f  the
compliance ra te  were 100 percent— could be su b sta n tia lly  reduced by expanding 
ta x p ay er a s s is ta n c e  and ed u catio n  and by in c re a se d  enforcem ent e f f o r t s ,  
according to  a report recen tly  released  by a task force created by Rep. Byron L. 
Dorgan (D-ND). The task  force was co-chaired by two former commissioners o f  the 
In te rn a l Revenue S e r v ic e , Donald C. A lexander and Jerome K urtz, and in clu d e d  
AICPA Tax D ivision Chairman Herbert J. Lerner and another AICPA member, Bernard 
M. (Bob) S h apiro  o f P r ic e  W aterhouse who was th e  form er C h ie f  o f  S t a f f  o f  th e 
C o n g r e s s io n a l  J o i n t  C o m m ittee  on T a x a t io n . The gro u p  e s t i m a t e s  i t s  
recom m endations would ease  th e  ta x  gap by r a is in g  $105 b i l l i o n  in  a d d it io n a l 
revenue in  th e  n ext f i v e  y e a r s  and an a d d it io n a l $35 b i l l i o n  each y e a r  
t h e r e a ft e r .  The p ro p o sa l com bines a new ta x p a y e r ed u ca tio n  and a s s is ta n c e  
program w ith  increased funding o f  IRS enforcement programs. I t  c a l l s  fo r  a new 
p ilo t  program o f "taxmo b iles" and "tax fa ir s "  to  a s s is t  taxpayers in  preparing 
re tu rn s . The ta s k  fo r c e  a ls o  recommends 1) adding 2,000 p eo p le  t o  answ er 
telep h o n e in q u ir ie s  w ith  g r e a te r  t r a in in g  to  in c r e a s e  th e  a ccu ra cy  o f  such 
a s s is ta n c e ;  2) h ir in g  200 a d d it io n a l p eo p le  to  answ er m ail so  th e  IRS can 
respond w ith in  14 days; 3) adding 3,000 more a u d ito rs  t o  th e  agency each y e a r  
from 1988 through 1992 t o  in c re a s e  to  2.5 p e rce n t th e p o rtio n  o f  re tu rn s  th a t  
are audited (in 1986 1.14 percent o f returns were audited); and 4) adding 1,200 
new c o lle c tio n  agents a year fo r f iv e  years to  reduce accounts rece ivab le  and an 
extra 250 sp e c ia l agents per year for f iv e  years to  in v e stig a te  cases involving 
frau d  o r o th e r  c r im in a l b e h a v io r. The e stim a te d  c o s t  fo r  th e  p ro p o sa l, 
acco rd in g  to  th e  ta s k  forces would be $3.6 b i l l i o n ,  m o stly  fo r  in c r e a s in g  IRS 
s t a f f .  The re p o rt la b e le d  th e  ta x  gap "m o ra lly  u n accep tab le" because 
"m illions o f  honest taxpayers are carrying the burden o f  taxes unpaid by those 
who s h ir k  t h e i r  o b lig a t io n s ."  The re p o rt  a ls o  found th e  ta x  gap " f i s c a l l y  
unacceptable" because i t  has "contributed in  a major way to  the Federal budget 
d e f i c i t ."
3SPECIAL: LEGI SLATION INTRODUCED TO EXAMINE ACCOUNTIN G PRACTICES OF  THE FEDERAL GOVERNMENT
L e g is la tio n  to  e s ta b lish  a Federal Accounting P ra ctice s  Review Commission was recen tly
in tro d u ced  by Rep. C la y  Shaw (R-FL), who i s  a CPA. The m easure, H.R. 2287,
r e q u ire s  th e Commission to  exam ine and d e s c r ib e  th e  accou n tin g, a u d itin g , 
fin a n c ia l reports and fin a n c ia l management p ra ctices  o f  the Federal government 
and to  fo rm u la te  a f in a n c ia l  accou n tin g  and management system  fo r  use by the 
Federal agencies. The new system would be based on recognized AICPA p ra ctice s , 
and a llo w  fo r  th e  d i f f e r e n t  management s tr u c tu r e s  and re p o rtin g  needs o f  th e 
a g e n c ie s  in c lu d in g  sta n d a rd ized  con cepts and term inology and uniform reporting 
forms fo r use in  communications among agencies. The standardized reporting forms 
would include annual balance sheets, annual revenue and expenditure statements and 
uniform procedures fo r cash flow  reporting and a sset acq u isitio n  and consumption 
re p o rtin g . In a re c e n t l e t t e r ,  Rep. Shaw n o tes, "a m ajor reason c i t e d  fo r  our 
c u rre n t d e f i c i t  has been th e  in a c c u ra te , in com p lete  and o fte n  c o n tr a d ic to r y  
fin a n cia l inform ation provided to  Congress. F ailu re to  require Federal agencies 
to  submit standardized reports prepared according to  GAAP i s  f i s c a l ly  fo o lish  and 
c o u rts  d i s a s t e r .” H.R. 2287, r e fe r r e d  to  th e House Government O peration s 
Committee, is  id e n tica l to  le g is la t io n  Rep. Shaw introduced in  the 99th Congress.
For further information contact Shirley Twillman or Joseph Petito at 202/737-6600.
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